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AdjustedR" 1:! 0.91 0.93 1:
Note.**significantat1%;*at5%
TheresultsarebetterthanthosereportedinTable3.Manycoefficients
aresignificantlyfromzero.
Thefactthateverycountryreactsdifferentlytochangesinitsownfis-
calpositionandthatofothercountriesmaybetakenasacluethatfinan-
vialmarketscanefficientlydiscriminateamongdifferentborrowers.This
impliesthateachcountryfacesacostofborrowingthatdependsonthe
statusitenjoysinfinancialmarketsandonothercharacteristicsofits
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owneconomicsystemandthatfinancialspilloversarenotparticularly
relevant'.
Itisinterestingtonotethatthespillovereffectscannotbefoundin
EMUcountries".Becausethisshowedalarger°shiftinthefiscalandex-
ternalpositions,onewouldexpectittoresultinasensiblemovement.
Contrarytotheprediction,evidencegiveslittlesupporttothespillover
hypothesis.
4.Conclusions
Thispaperinvestigatedthepresenceoffinancialspilloversamongthe
governmentbondyieldsandtheirrelationshipswithfiscalimbalances.
Althoughreturnsonbondsissuedbydifferentgovernmentsshowalarge
degreeofcomovement,littleevidenceemergestorelatethiscommondy-
namictothefiscalpositionsnotonlyofEMUcountriesbutalsoofother
countries.
Theorydoesnotprovideclear-cutindications,sothispaperuseddiffer-
enttypesofmodels.However,theresultsarenotsoclear.IntheEMU,
theresultsar・ethesame.Evidenceprovideslittlesupportforthespillover
hypothesisandshowsthatfiscaldeteriorationaffectedonlydomesticin-
terestrates.
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Notes
1.Itispossibletoobservenocorrelationbetweenfiscalpolicyandinterestrates
for-reasonsthathavelittletodowithRicardianequivalence.Seate　・(1993)is
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, Bonds'Spillover・EffectsonotherCountries'Bonds
oftencitedonthisissue.
2.Onemajorcaveatappliestotheseestimates.Unitroottestscannotrejecta
nullofnonstationar・yformostofthevariablesinvolvedintheregression.This
suspicionisconfirmedbyresidual-basedtestsforcointegration.Regressionre-
sidualsarenotstationaryandthereforepointtothelackofanylong-runequi-■
libriumrelation.
3.SeeAfonsoandStrauch(2004)andArdagnaetal.(2004).Foracomps°ehen-
siveanalysisoftheroleoffiscalpolicyintheneoclassicalmodel,seeBar-ro
(1989).
4.StockandWatson(1993)suggestedthis.
5.Stockvariablesareemployedinthisanalysisastheproxyformarketdepth
andliquidity.However,theresultsarenotsodifferent.
6.Commonfiscalanddebtruleshavebeenexercisedintheunion.
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